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TO: MARC E. SHOVERS

FROM: William Ford, Senior Staff Attorney

RE: Revisions to LRB-3137/P1 and Response to Drafter’s Notes

DATE: October 2, 2003

This memorandum responds to each of the questions you raised in dralttefsﬁmtesp ining to
LEB-3137/®1. In addition, this memorandum describes revisions to LRB-3137/P1 requeste
Representative M. Lehman and Senator Stepp. Please include the revisions in a new draft of LRB-3137.

Mm respect to the drafter’s note LRB-3137/P1, please leave the language edncerning the
qualifications of Jom\b@il:e\wuboard members as you have drafted it. The language as drafted provides

guidance concerning the idgal qualifications of joint review board members withefit unnecessarily tying

the hands of raised by the Department
of Revenue dum.

appointing a

ority. In addition, the relevant technical issu

t “sent to the appropriate joint

. O'page 7, 11ne 2: delete /é.hé/ material on that line and i
ard has dissolved, retained by thé\city in the official records for

review /boagd, or if that joint rev1ew
i ntal district”. /

One East Main Street, Suite 401 « P.O. Box 2536 » Madison, V1-53701-2536
608).266-1304 * Fax: (608) 266-3830 » Email:-leg:Council @legis. state. wi.us
htip7Twww.legis.state.wi.us/lc




dets ations-based on the most recent equalized value ch property of the district that is
ported under s. 70.57 (1m) prior to the date that the Ea/)u Cremental district resolution is adopted by
the local governing body:- :

3m. Revise s. 66.1105 (4) (h) 2

111age may subtract territory from a tax
Lot :

4.,0On page 11, line

: after “city”, insert “or for a tax incremental district created by a county
under s. 59.5

inat ), one representative chosen by the town”.

respect to the drafter’s note on page 13 of the draft, the way you have drafted subd. 5.
7 In addition, the revision in item 4 of this memorandum should make it clear that the town in
incremental district is created will have one member on the joint review board.

/ Tn SECTION 20 of thedraft, require that a majority of the members of the joint review board
. may réquest review by the DOR at any time prior to the joint review board submitting its decision on the
tax incremental district resolution. In addition, in SECTION 18 of the draft, if the joint review boar @al“"
> U.{h7 votes to request a review by the DOR, extend the period of time within which the joint review board N “‘"’
A” may submit its decision on the tax incremental district resolution to 10 working days after receiving the 20 \9
) 5, J written response of the DOR, or, if the city or village agrees to revise and resubmit its proposal within M\w"f O

64, ! 10 working days after the joint review board receives the written response of the DOR, 10 working days / 90
e r b\“ after the joint review board receives a resubmitted proposal from the city or village. e ?w" %
9, \3 ol
h‘”/(’" 6. Ov page e-10rdeiete “"which redﬁﬁs‘prejec costs”. ‘\"&wdj.::" g\k

/L incfey ental districts and the 27-year perlod for all tax_increment.
\ | mixed-use be specified? 0p fuul6wld bo 37
A %/Delete SECTION 30 from the draft, 0 Cluanga e d dank A

increrpental districts in existence when the draft becomes law.

fixefear extepsion if the distric

/ On page 21, line 17: delete ¢ has paid off all of its projcct costs
22, 1i , delete all of the material after “distr1
unless the donor district has first satisfied

‘In addition, on page

apply teboth existing and newly created tax incremental districts.
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SECTION 46 of the draft, eliminate all references to towns.

. Delete SECTION 47 (3) from the draft.

f ‘ :
4 %n page 26, line 19: delete “(3) (g)” [allows standing joint review boards to act with respect
to existilg tax it istri

cremental districts]
5./On page 26, line 19: delete “(h) 2.” [allows existing tax incremental districts to adopt up to
four amendments to modify district boundaries].
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AN ACT to ameni 66.1105 (5) (a); and o create 20.566 (1) (go) of the statutes;

- relating to: authorizing the Department of Revenue to 'impose a fee to 0
A ' (&4
deternécine or redetermine the tax incremental base of a tax—1Nerétrernita~
G v
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Analysis by the Legislative Reference Bureau

Under the current Tax Incremental Financing (TIF) program, a city or village
may create a tax incremental district (TID) in part of its territory to foster
development if at least 50 percent of the area to be included in the TID is blighted,
in need of rehabilitation, or suitable for industrial sites. Before a city or village may
create a TID, several steps and plans are required. These steps and plans include
public hearings on the proposed TID within specified time frames, preparation and
adoption by the local planning commission of a proposed project plan for the TID,
approval of the proposed project plan by the common council or village board, and
adoption of a resolution by the common council or village board that creates the
district as of a date provided in the resolution. .

Once these steps are accomplished, the city or village clerk is required to
complete certain forms and an application and submit the documents to the
Department of Revenue (DOR) on or before December 31 of the year in which the TID
is created. Upon receipt of the application, DOR is required to determine the full
aggregate value of the taxable property, and of certain city or village owned property,
that lies within the TID.
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Once the aggregate value is determined, DOR certifies the “tax incremental
base” of the TID, which is the equalized value of all taxable property within the TID
at the time of its creation. If development in the TID increases the value of the
property in the TID above the base value, a “value increment” is created. That
portion of taxes collected on the value increment is called a “tax increment.” The tax
increment is placed in a special fund that may only be used to pay back the project
costs of the TID. The project costs of a TID, which are initially incurred by the
creating city or village, include public works such as sewers, streets, and lighting
systems; financing costs; site preparation costs; and professional service costs. DOR
authorizes the allocation of the tax increments until the TID terminates or 23 years,
or 27 years in certain cases, after the TID is created, whichever is sooner. Under
current law, TIDs are required to terminate, with one exception, once these costs are
paid back, 16 years, or 20 years in certain cases, after the last expenditure identified
in the project plan is made, or when the creating city or village dissolves the TID,
whichever occurs first. Under the exception, which is limited to certain
circumstances, after a TID pays off its project costs, but not later than the date on
which it must otherwise terminate, the planning commission may allocate positive
tax increments generated by the TID (the “donor” TID) to another TID that has been
created by the planning commission. _

If an existing TID project plan is amended by a planning commission, all of the
steps described above are also required, and DOR must redetermine the TID’s tax
incremental base.

Under this bill, DOR is authorized to impose a fee of $1,000 on a city or village
to determine or redetermine the tax incremental base of a TID. Revenues collected
from such a fee are to be used by DOR to provide staff and administrative services

to TIDs. Thebill Also requires o ob o prepare ond wpdite o TLF manval.

For further information see the state and local fiscal estimate, which will be

SV ™ For fur

W

printed as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

I .
SECTION 1. 20.566 (1) (go) of the statutes is created to read:

20.566 (1) (go) Administration of tax incremental financing program. All
moneys received from the fees imposed under s. 66.1105 (5) (a) to pay the costs of the
department of revenue in providing staff and administrative services associated

with tax incremental districts under s. 66.1105.

,? v
SECTION%G.II(% (5) (a) of the statutes is amended to read:
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66.1105 (5) (a) Upon the creation of a tax incremental district or upon adoption

of any amendment subject to par. (c), its tax incremental base shall be determined

as soon as reasonably possible. The department of revenue may impose a fee of

$1,000 on a city to determine or redetermine the tax incremental base of a tax

incremental district under this subsection.

I T e S SO
B W N -~ o
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SECTION ﬁfN onmvisions.

(1) The authorized FTE positions for the department of revenue are increased
by 1.0 PR position to be funded from the appropriation under section 20.566 (1) (go)
of the statutes, as created by this act, for the purpose of performing services related
to tax incremental districts.

SECTIO ffective date.

(1) This act takes effect on January 1, 2004, or on the day after publication,
whichever is later.

(END)
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cifcumstances, after a TID pays off its project costs, but not later the date Gh‘whicp
it must otherwise terminate, the planning commission may allocate positiye-fax “-
increments generated by the TID (the “donor” TID) to another TID th as been
created by the planning commission.

This bill makes a number of technical and sub_stan?e”éhanges to the TIF
program. Among the téchnical changes, the bill does thefollowing:

1. Prohibits DOR from certifying a tax incr méntal base of a TID until DOR
reviews and approves the findings submitted.ify the city or village relating to the
equalized value of taxable property in } 41D and the equalized value of all of the
taxable property in the city or vill;ge. o -

2. Allows a representative from a union. high school district and a
|representative from an elemerftary school district to (%We one-half vote on a

joint review board. 1// .
3. Changes frf(y/ 0 days to 60 days the time period in which a city or village
ust notify DO?}) a TID'’s termination.

4. Requipes a city or village to provide DOR with a final accountin
roject ex%exﬁiptures, project costs, and positive tax increments received. If the ci
or village-toes not provide this information to DOR within the time period agreed o
by theity or village and DOR, DOR may not certify the tax increme
o?{ r TID in the city or village.

g-the-substantive charnges;the-bill-does the_following:

i‘? T he b M . ﬁ’/ /ﬁrovides that, notlatéx than five.days\after a joint review board submits its
decision on a TIF proposal submitted by a city or village, a majority of the members
of the board may request DOR to review the objective facts contained in the
documents submitted to the board by the city or village. DOR must investigate the

specific fact or item that the members believe is incomplete or inaccurate. If DOR
finds that the proposal contains factual inaccuracies or does not comply with other
/stﬁf'ﬁf'ﬁ?y‘requigar\nents, DOR must return the TIF proposal to the city or village for
~~ correction and resubmittal. However; e.—sl%:r village is not required to correct or

7 resubmit its proposal.. Alse undew (., b/
;\.\Req i ; he program:
3. Authorizes a city or village to create a TID if at least 50% of th€ area to\be

_ipcluded in t%T»I\D is a “mixed-use development,” which is define a development
that contains a coifibination of industrial, commercial, and residential uses and 1
which the newly platteH’”t‘esiglential portion consists of n6 more than 35%, by area
of the real property within the district.

4. Authorizes a county that is 1o peluded in a metropolitan statistical area
to create a TID in a town, if the Md ees, if all contiguous cities and villages
agree, and if the town and-such cities and vi s enter into a cooperative plan

boundary agreemen — :
5. Sp(le%mé((ﬁ;t, generally, the public schools repres

review board is the school board president or the president’s

county tepresentative is the county executive if there is one, or the ¢

, i 1e—executive's—0r board Clrair's—designee;
, . : ' T :

(o) o i e /
%L (!70‘"0’ Must Submit ts /“C/si ot«\/tb atlty Or v.‘llﬁyg wo [ater tly, @
Adrys afteythe bond «Cts on aud voyiews twepropisa  or H-the hourp(ye({a .

€sts

o~

Ve

a Dol review, ot habtr thap [0 ,7;";",5"9/¢/‘te/" Feceiving /;o/zg vegponse. ob, i the cit
L

v v;lrﬁqﬁiﬁ:?;;gﬁ'fts s Propesal, nJi latey Thon 10 Aays” af{ee receiving aresubm/teost’
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except that this 12 percent limit does. not-apply if a city subtracts territory from

hat is rep stted under s, 70.57 (1m b N ore-the-date on which the resolution under

, . M-
his paragraph is adopted |

INSER’IX@O/M —>-5, Pl o3

SECTION%GG.II% (4m) (b) 3. of the statutes is amended to read:

66.1105 (4m) (b) 3. The board shall submit its decision to the city no later than

7 days after the board acts on and reviews the items in subd. 2., except that if the

v
board requests a department of revenue review under subd. 4., the board shall

submit its decision to the city no later than 10 working days after receiving the
department’s written response or, if the city resubmits its proposal under subd‘./4. no

later than 10 workin r th receives th artment’s written

response, the board shall submifi decision to the city no later than 10 working da
after receiving the city’s resubmitted pv roposal,

History: 1975 c. 105, 199, 311; 1977 c. 29 ss. 724m, 725, 1646 (1), (3); 1977 c. 418; 1979 c. 221, 343; 1979 c. 361 5. 112; 1981 c. 20, 317; 1983 a, 27, 31, 207, 320, 405,
538; 1985 a. 29, 39, 285; 1987 a. 27, 186, 395; 1989 a. 31, 336; 1993 a, 293, 337, 399; 1995 a. 27 ss. 3330c to 3337, 9116 (5), 9130 (4); 1995 a. 201, 225, 227, 335; 1997 a. 3,
27,231, 252; 1999 a.9; 1999 a. 150 ss. 457 to 472; Stats. 1999 s. 66.1105; 2001 a. 5, 11, 16, 104; 2003 a. 34, 46; 5. 13.93 (1) (b).

——INSERT 18-23 - S

(6) (a) 4. of the gtgt‘l_l_t_es,.as-aﬁee’eed—by'%ﬂﬁs-\'ﬁscpnsin Act

SECTION 2. 66:11:

34, 46, is amended to r
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resolution. The board may not approve the resolution undef this subdivision unless

the board;s approval contains a positive assertiefi that, in its judgment, the
develo ment‘xdescribed in the documents the“board has reviewed under subd. 1.

would not occur Withtwthe creation of ' tax incremental district.

Sy
SECTION 19. 66.1105 (4m)(h)2m. of the statutes is amended to read:
M,
’“\.

66.1105 (4m) (b) 2m. The requlrement under subd. 2. that a vote by the board

““'»»

take place neot-less-tham’10-days-nor more-ths within 30 days after receiving a

resolution does not apply to a resolution amending a project plan under sub. (4) (h)

1. if the resolation relates to a tax incremental district, the applicition for the

- redeterpxination of the tax incremental base of which was made in 1998, thats

locgted in a village that was incorporated in 1912, has a population of at least 3,300

667;105 (4 1/(b) 4. of the statutes is created to read:
ore, the \,g it rwww b/ard submits

66.1105 (4m) (b) 4 ( syhmitting its de01s1on
under subd. 3., a majority of the members of the board may request that the
department of revenue review the objective facts contained in any of the documents
listed in subd. 1. to determine Whether the information submitted to the board
complies with this section or whether any of the information contams a factual
inaccuraey. The request must be in writing and must specify which particular
objective fact or item the members believe is incomplete or inaccurate. Not later than
10 tvorking days after receiving a request that complies with the requirements of this

subdivision, the department of revenue shall im)estigate the issues raised in the

request and shall send its written response to the board. If the department of
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e , SECTION 44

\\ SECTION 44. 66.1106 (-13) of the statutes ié created to read:
E@ﬂQ@\'(B) PAYMENT  OF ELIGIBLE COSTS R ANNEXED TERRITORY,

REDETERMINATION\&?‘TAXJQSRENIENTAL BASE.. If a git§ or village annexes territory from

a town and if the town is usifig.an enyifonmental remediation tax increment to

remediate environmental pollutionon a part of the territory that is annexed, the

city or village shall pay te¢ the town that portion_of the eligible costs that are

and the town, shall

attributable to the, nexed -territory. - The city or villa

. 73.03 (67) of the statutes is created_,to read:

73.03 (87) To create, and update, a manual on the tax incremental finance

14 program under s. 66.1105. The manual shall contain the rules reiating‘ to the -

15 program, common problems faced by cities and villages under the program, possible
16 side effects of the use of tax incremental financing, and any», other information the
17 department determines is appropriate. The department may .consult with, and
18 solicit the views of, any interested person while preparing or updating the manu‘al.
19

read:

\\\ \
[Laws of 1975, chapter 105] Section 1(1) The legislature-finds that the existing

system of allocating - aggrega

municipalities has resulted in _si uities and disincentives. The cost of

public works or improvements within a city oz, villape, town or county has been

jon of tax base

ifely by the city or, village, town, or county while the exp

46 Laws-of 1975, ¢hapter 105, section 17(1) }ahd (2)are amemd“tv\\
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AN Act to amend 66.1105 (4m) (b) 3. and 66.1105 (5) (a); and fo create 20.566
(1) (go), 66.1105 (4m) (b) 4. and 73.03 (57) of the statutes; relating to: making
changes to the Tax Incremental Financing program, authorizing the
Department of Revenue to impose a fee to determine or redetermine the tax
incremental base of a tax incremental financing district, and requiring the

department to prepare a tax incremental financing manual.

Analysis by the Legislative Reference Bureau

Under the current Tax Incremental Financing (TIF) program, a city or village
may create a tax incremental district (TID) in part of its territory to foster
development if at least 50 percent of the area to be included in the TID is blighted,
in need of rehabilitation, or suitable for industrial sites. Before a city or village may
create a TID, several steps and plans are required. These steps and plans include
public hearings on the proposed TID within specified time frames, preparation and
adoption by the local planning commission of a proposed project plan for the TID,
approval of the proposed project plan by the common council or village board, and
adoption of a resolution by the common council or village board that creates the
district as of a date provided in the resolution.

Once these steps are accomplished, the city or village clerk is required to
complete certain forms and an application and submit the documents to the
Department of Revenue (DOR) on or before December 31 of the year in which the TID
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is created. Upon receipt of the application, DOR is required to determine the full
aggregate value of the taxable property, and of certain city or village owned property,
that lies within the TID. _

Once the aggregate value is determined, DOR certifies the “tax incremental
base” of the TID, which is the equalized value of all taxable property within the TID
at the time of its creation. If development in the TID increases the value of the
property in the TID above the base value, a “value increment” is created. That
portion of taxes collected on the value increment is called a “tax increment.” The tax
increment is placed in a special fund that may only be used to pay back the project
costs of the TID. The project costs of a TID, which are initially incurred by the
creating city or village, include public works such as sewers, streets, and lighting
systems; financing costs; site preparation costs; and professional service costs. DOR
authorizes the allocation of the tax increments until the TID terminates or 23 years,
or 27 years in certain cases, after the TID is created, whichever is sooner. Under
current law, TIDs are required to terminate, with one exception, once these costs are
paid back, 16 years, or 20 years in certain cases, after the last expenditure identified
in the project plan is made, or when the creating city or village dissolves the TID,
whichever occurs first. Under the exception, which is limited to certain
circumstances, after a TID pays off its project costs, but not later than the date on
which it must otherwise terminate, the planning commission may allocate positive
tax increments generated by the TID (the “donor” TID) to another TID that has been
created by the planning commission.

If an existing TID project plan is amended by a planning commission, all of the
steps described above are also required, and DOR must redetermine the TID’s tax
incremental base.

Under this bill, DOR is authorized to impose a fee of $1,000 on a city or village
to determine or redetermine the tax incremental base of a TID. Revenues collected
from such a fee are to be used by DOR to provide staff and administrative services
to TIDs. The bill also requires DOR to prepare and update a TIF manual. -

This bill provides that, before a joint review board submits its decision on a TIF
proposal submitted by a city or village, a majority of the members of the board may
request DOR to review the objective facts contained in the documents submitted to
the board by the city or village. DOR must investigate the specific fact or item that
the members believe is incomplete or inaccurate. If DOR finds that the proposal
contains factual inaccuracies or does not comply with other statutory requirements,
DOR must return the TIF proposal to the city or village for correction and
resubmittal. However, the city or village is not required to correct or resubmit its
proposal. ¥Also under the bill, the joint review board must submit its decision on a
TIF proposal to a city or vil no later than seven days after the board acts nand
reviews the proposal p#iif th%%%%& f‘équests a DOR review, lﬁg{‘ T&:‘é@"’&ﬁﬁ‘ O’\‘z'vcﬁ'lﬁhtéd%"""
days after receiving DOR’s response or, if the city or village resubmits its proposalgwti; lo
not later than 10 days after receiving a resubmitted proposal. apg
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For further information see the state and local fiscal estimate, which will be
prmted as an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 20.566 (1) (go) of the statutes is created to read:
20.566 (1) (go) Administration of tax incremental financing program. All

moneys received from the fees imposed under s. 66.1105 (5) (a) to pay the costs of the

Chat
@rgore
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66.1105 (4m) (b) 3.] The board shall submit its decision to the city no later than

7 days after the board acts on and reviews the items in subd. 2., except that if the

1
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board requests a department of revenue review under subd. 4., the board shall

su mit its decision to the city no later than 10 working days after receivin the

o7 ¥b ]
department’s written respons%m if the city resubmits its proposal under subd. 4. no no
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12 § later than 10 Worklng days after the board receives the department’s written >§Cd'ﬂz>
13 Qb R \BoANA S it i isi city no la '
after receiving the city’s resubmitted proposal, .

15 SECTIOI\Cﬁ: 66.1105 (4m) (b) 4. of the statutes is created to read: .

16 66.1105 (4m) (b) 4. Before the joint review board submits its decision under
17 subd. 3., a majority of the members of the board may request that the department
18 of revenue review the objective facts contained in any of the documents listed in subd.
19 1. fo determine whether the information submitted to the board complies with this
20 section ér whether any of the information contains a factual inaccuracy. The request
21 ‘must be in writing and must specify which particular objective fact or item the

seenovHe (. los (4 (b) 3. a. and b. afe areaked o (eadl:
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BILL SECTION 3
members believe is incomplete or inaccurate. Not later than 10 working days after
receiving a request that complies with the i'equirements of this subdivision, the
department of revenue shall investigate the issues raised in the request and shall
send its written response to the board. If the department of revenue determines that °
the information in the proposal does not comply with this section or contains a factual
inaccuracy, the department shall return the proposal to the city. The board shall
request, but may not require, that the city resolve the problems in its proposal and
resubmit the proposal to the board. If the city resubmits its proposal, the board shall
review the resubmitted proposal and vote to approve or deny the proposal as
specified in this paragraph.‘
SECTIONﬂ: 66.1105 (5) (a) of the statutes is amended to read:
66.1105 (5) (a) Upon the creation of a tax incremental distﬁct or upon adoption
of any amendment subject to par. (c), its tax incremental base shall be determined
as soon as reasonably possible. The department of revenue mav impose a fee of

$1.000 on a city to determine or redetermine the tax incremental base of a tax

incremental district under this subsection.

SECTIONﬁ:7 3.03 (57) of the statutes is created to read:

73.03 (57) To create, and update, a manual on the tax incremental finance
program under s. 66.1105. The manual shall contain the rules relating to.the
program, common problems faced by cities and villages under the program, possible
side effects of the use of tax incremental ﬁnanéing, and any other information the
department determines is appropriate. The department may consult with, and
solicit the views of, any interested person while preparing or updating the manual.

SECTIOI\E'%EN onstatutory provisions.
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BILL SECTION 6

(1) The authorized FTE positions for the department of revenue are increased »
by 1.0 PR position to be funded from the appropriation under section 20.566 (1) (go)
of the statutes, as created by this act, for the purpose of performivng services related
to tax incremental districts.

SECTION%Effective date.

(1) This act takes effect on January 1, 2004, or on the day after publication,
‘whichever is later.

(END)
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November 12, 2003

MEMORANDUM

To: Representative Michael Lehman
From: Marc E. Shovers, Sr. Legislative Attorney, (608) 266-0129

Subject: Technical Memorandum to AB-653 (LRB 03-3632/2)

We received the attached technical memorandum relating to your bill. This copy is for your

~ information and your file. If you wish to discuss this memorandum or the necessity of revising your

bill or preparing an amendment, please contact me.



MEMORANDUM

November 11, 2003

TO: Marc Shovers
Legislative Reference Bureau

FROM: Dennis Collier
Department of Revenue

SUBJECT: Technical Memorandum on AB 653 — Allow the Department of Revenue to
Charge to Recalculate a Tax Incremental District's Base Value

The effective date of the bill is January 1, 2004 or on the day after publication, whichever is
fater. The Department of Revenue (DORY) has concerns related to the effective date as it relates
to a review request by a joint review board (Sections 2-4). The effective date would leave the
department with little time to establish guidelines and procedures regarding what documents
would be subject to a review and how DOR would undertake the review. Also, the effective date
would create the possibility that some TIDs certified with a 2004 base value could be subject to
a DOR review while other TIDs with the same certified base year would not. The author may
wish to consider an October 1, 2004 effective date for these sections.

A January 1, 2004 effective date is appropriate for the provisions related to a TIF filing fee
(Sections 1 and 5), a TIF manual (Section 6), and the 1 FTE position (Section 7) as these
changes would help establish the guidelines necessary for a DOR review and any other TIF
changes.

If you have questions regarding this technical memorandum, please contact Rebecca Boldt at
266-6785.



